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f Phoenix, Arizona

: icatio forapproval,y three lo_g v
term laans in the amounts of $115,295, $50,000, and $20,000. Ponderosa proposes to borrow :
$115,295 from Walter and Ellen Brown for the installation of Well No 2. The $50,000 and $20, 0()0
§loans wxﬂ be secured fmm financial institutions for rehabihtatlon of a well and to replace the |
3§ Applicant’s tmck. On May 9, 2000, the Comm:ssaon S Unlmes Division Staff (“Staff”) filed a Staff
[ Report, in which it recommended approval of the apphcanon without a hearing.

On May 22, 2000, App!lcant filed an affidavit indicating that it published notice of its
application for financing approval in the county where service is to be provided. ’
2!_;__ | | . | o DISCUSSIOQ

- Ponderosa provides water service to approxi’mate!y 495 customers in the Mountainaire
community located six miles south of Flagstaff, Coconino County, Arizona. Ponderosa is curtently
f charging rates sc1 by Decision No. 62424 (Agril 3, 2000). |
Ponderosa requests approval of the application to obtain funds to construct 2 new well,
Jrehabilitate an existing well, and purchase a mew vehicle. Financing for the installation of
# Ponderosa’s Well No. 2 was approved in Decision No. 60343 (July 31, 1997) in the amount of
$5100,000 at an interest rate not to exceed 10.25 percent. The total cost to install this well exceeded
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11 §52.600 will be gene::med from Applicant’s internal funds.

12 . The interest ra!e pmpowd by the Applicant for thc
13 ume the apphcamm was ﬁ%ed plus 2 perémt. Staff computed
15 | cnmt prime rate of 8 75 percent plus 2Iperccnt resultmg in
18 {10.75 interest rate, annual debt service will be approximately $l2 971 : aRE
11651 Additionally, Ponderosa requests approval to fmance 520 000 for the purchase of a new
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the expected amount of $100,000. The new well serves as a backup source of water for the existing
systemn as well as provides service to existing customers and new growth on the north side of the
system. Ponderosa never obtained the loan requested, and is how requesting re-approval of the loan
!in the amount of $115,295. The terms of the proposed loan of $115,295 from Walter and Ellen

Brown will carry an interest rate of 8.9 percent per annum for a period of ten years. Am;ual debt

- §service on this loan will be $17,451,

Ponderosa is also requesting funds 1o rehabilitate its Mountainaire Well No. 1 in the:'amount‘

drilling and casing an existing well and installing a new 40 horsepower submersxble pump and drop

lﬁt;’ pipe. Siaff Engineering estimated the cost of the well rehabilitation to be $52,600. The add:tnonaJ_

!7 vehicle to replace its 1986 Ford Plckup wnh an interest rate of ten percent per annum for a penod of

l& sixty months. Annual debt service on this loan will be “p;)roxxmately $5,099. The interest rate was

19 ] not adjusted by Staff for this loan because of the competitive market for vehlcie loans. -

20 Staff examined the financial tmpact of the proposed debt on the Company and detenmned the
2t 5 Times Interest Eamed Ratio (“TIER”) and Debt Service Coverage (“DSC”) Ratio were 1.48 and 1.53,
22 __ respectively'. While the TIER is shghtly below the preferrcd level, the DSC is above the m:mmum

23; preferred level. Staff believes Ponderosa has the financial capacity to borrow the funds. Staff stated

24 fthat after the proposed loans are drawn, Ponderosa’s capital structure will reflect 49 percent long-

25 F1erm debt and 51 percent common equity. Staff believes that this is a balanced capital structure

26 § consistent with financial health.  As a result, Staff concluded that the proposed financing is neccssaryk
27 '

23 ! A TIER of 1.50 and a DSC of 1,25 are usually preferred.

2 pecisionNo. L) L2\

‘! of $50,000 with an interest rate of 10 percent per annum for sxxty months Thas pro;ect mvolves re-« i
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to provide adequate service and to make needed improvements to the system, and is consistent with

sound financial practices. Staff Engineering has revwwed the proposed projects mld concluded lhat, [

the i :mpmvemcms are prudent and the estimated costs are reasonable 3
Staff indicated that Ponderosa currenﬂy has no maximum contammant level vxolauons and is
serving water which the Anzoua Department of Environmental Quality (“ADEQ”) has dctermmed
meets the Safe Drinking Water Standards. In addition, Ponderosa is current Wilh its property and
sales taxes.
| We concur with Staff’s analysis. Accordingly, we approve of Ponderosa’s financing request
subject to StafT's conditions. ; |
* * * * * #“s‘.'#.g,’ * ’
Having considered the entire record herein and bemg fu!!y adv:sed in the premnscs ‘the
Commassmn finds, ctmcludes. andordersthax ‘ ‘ e T =
ﬂmggwcs 0£ FAQ_]_: ;v::

1. Pondemsa provides water service to appmxzmdtely 495 customers in thc Moummnasre

eommumiy lncated snx miles south of Flagstaff in Cocomno County, Anzona

2. On September 10, 1999 Ponderosa ﬁled wrth lhe Commxssnon an apphcatmn for

| 3. Pondemsa pmposes o ‘unhze the funds to,

its extstmg we!l and f inance the purchzise of a new vehﬂcle - :
4. The totul cost for the construction of the new well was $115.295, the cost for the
rehabilitation of #s existing well is estimated to be $52,600, and the cost’ for a new vehicle is
estimated to be $20,000. |
5. On May 9, 2000, Staff ﬁled’ a Staff Report in which it recommended approval of the

{ application without a hearing.

6. On May 22, 2000. Ponderosa filed an affidavit indicating that it published notice of its |

4 filing,

7. Engincering Staff reviewed the projects to be financed and found the p!anﬁed
construction and improvements to be prudent and the cost estimates 1o be reasonable.

3 " DECISION NO. (; ARORE!
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8. Staff concluded the Applicant would not likely experience any difficulty in servicing -

{ the annunl debt service of approximately $17,451 on the $115,295 loan, as well as $12.971 on the

$50,000 loan and $5,099 on the $20,000 loan. Ponderosa's capital structure will reflect 49 percent
long-term debt and 51 percent common equity after these loans are acqufred.
9. Ponderosa is current on its property and sales taxes.
10.  Staff indicated that Ponderosa is in compliance with ADEQ and is providing water
with no maximum contaminant violations. The Company also meets the quality standards of the Safe
Drinking Water Act. ,
'11.  Staff recommended approval of the loans and terms for the purposes set forth in
Ponderosa’s :lpphcatxon ‘ ’
CONCLUSIONS OF !=AW e ; : ‘

1. Ponderosa is a public semce corporation thhm the meanmg of Amcle XV of the

Amoua Canstitution and A.R.S. §§ 40-301 and 40-302. b '

S A The Cmnnnssmn has Junsdxcnon over Ponderosa and the subject maner of the

3. f‘{‘ Notice of the application was given in accordance thh the law

 The financing approved herein is for lawful purposes, thhm Ponderosa s corporate‘ LT
' powam, is compauble with the public interest, with sound fmanmal pracnces. with the proper |

pelfm‘mance by Ponderosa of service as a public service corporauon, and wﬂl not impair Ponderosa s
ability to perform that service. . | | |
5. The financing approved herein is for the pnrposes stated in the apphcatmn and is
reasonably nmary for those purposes, and such purposes o, wholly ¢ rea .
charmb!e to operating expem.&s orto m;ume.

6.  Staff's recommendations set forth in Findings of ‘Fact No. 11 are reasonable and
should be approved. g5l AN
ORDER

IT IS THEREFORE ORDERED that Ponderosa Utility C oxpomnon is hereby authorized to

bomrow up to $115,295 from Walter and Etlen Brown at an interest rate of 8.9 percent per annum for

P DECISION NO. {c ) s D )
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18 executed financing ducwnents setting forth the terms of the financing, within 30 days of obtaining
19’

21
22
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a period of ten years,

IT IS FURTHER ORDERED that Ponderosa Utility Corporation is hercby authorized to

borrow 550,000 from a financial institution at an interest rate not to exceed the prime rate plus 2. |

percent for a period of sixty months. Additionally, Ponderosa Utility Corporation is hereby
autharized to borrow $20,000 from a financial institution at an interest rate not to exceed 10 percent

for a period of sixty months. ,
IT IS FURTHER ORDERED that Pondérbsa Utility Corporation is hereby authorized to

engage in any transactions and to execute any documents necessary to effectuate the authorization | = |

granted hereinabove.

IT IS FURTHER ORDERED that such authority is expressly contingent upon Ponderosa

ITIS FURTHER ORDERED that appmval of the financing set forth hereinabove does not’

J constitute or :mply appmval or dlsapproval by the Commission of any pamcular expendlture of the :
] proweds derived thcreby for purposes of estabhshmg just and reasonable rates. ‘ S
T IS FURTHER ORDERED that Ponderosa Utility Corporatwn shall execute the relevam' e

loan documems within one ycar of the effective date of this Decision. _
~IT IS FURTHER ORDERED that Ponderosa Utility Corporatmn shall file cupxes of ali

such financing.
IT IS FURTHER ORDERED that Ponderosa Utility Corporation shall provide written

§ notification to the Director of the Utilities Division within 30 days from the date of this Decision the
Y date of completion of the new well installation.

s pECISION NO. (o2 (¢
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IT 1S FURTHER ORDER‘ED' that Ponderosa Ultility Corporation shall provide ;&rixten

\ notification to the Director of the Utilities Division within 30 days of the date of the completion of
*+ 3 §the rehahilitation of the existing well. | | | v

14 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
S BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
iy 6

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have

hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capito

‘ 1, in the City of Phoenix,
this Q7H dayol%u@‘,_,ZOOO. o O
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Mr Walter Bmwu

PONDEROSA UTILITY CORPORAT!ON
$011 E. Corntez St.

Scottsdale, Arizona 85254

Lyn Farmer, Chief Counsel

ARIZONA CORPORATION COMM!SSION
1 1200 W. Washington Street ol
Phoenix, Arizona 85007 '

1 Deborah Scota, Dxmmr Y
9 8 Utilities Division'

_ } ARIZONA CORPORATION comssnow
m 1200 W. Washington Strect
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